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Most of our peers in the commercial interiors world are content to simply manufacture carpets and fabrics.
To measure their accomplishments just by the foot and to gauge their customer impact just by repeat sales.
That’s fine —for them. But at Interface, we think that’s a one-dimensional way to look at this business.

Today’s organizations, corporate leaders and employees demand something more —real solutions and
measurable value from their work environment. And that takes a different kind of company: one that
unlocks and shares knowledge across a diverse portfolio of products; one that has the service capabilities
to provide single-source accountability; one that leverages the relationships between those products and
services to extend its market leadership; one that has the manufacturing flexibility to offer value that
matches any customer’s needs, wherever they are in the world; and one that replaces inefficiency and
waste with sustainable solutions.

That covers a lot more than floors and furniture. So does Interface.

SEE BEYOND THE SURFACE
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DANIEL T. HENDRIX President and Chief Executive Officer

DEAR FELLOW SHAREHOLDERS:
How do you prepare for a year like 2001? By anyone’s measure,
2001 was unnerving for our nation and its people. It’s hardly
necessary to say that the events of September 11 worsened eco-
nomic conditions already signaled by corporate consolidations
and declining corporate spending— and created an extraordi-
narily challenging environment for almost every U.S. business.
But as unexpected as the events of last year were, Interface
was far from unprepared. We entered 2001 already determined
to operate more efficiently and more productively. In fact, in
response to tough market conditions, we’d taken significant
steps in 2000 to become a leaner, more responsive and more
customer-focused organization. We continued that discipline
with added intensity in 2001 — without sacrificing our com-
mitment to new product development or compromising the
principles of sustainability that guide our business decisions.
We more than survived the year. In many ways, we've
been strengthened by it. In both the short term and over the
long run, we expect Interface and its shareholders to benefit
significantly from the steps we took during 2001. Now, we have
begun a new year with clear momentumn to further increase
our operating leverage and expand the power of our already
valuable brands. Executing on these steps will position
Interface to grow quickly—and sustainably—when the econ-

omy begins moving forward again.

PERFORMANCE IN 4 YEAR OF CONTRACTION
By the numbers, 2001 was a disappointment, particularly on

the heels of our turnaround performance in 2000. Interface’s

sales in 2001 totaled $1,104 mullion, compared with sales of

$1,284 million in the previous year. During 2001, our net loss
was $36.3 million, or $(0.72) per diluted share, compared
with net income of $17.3 million, or $0.34 per diluted share,
in 2000. After excluding certain nonrecurring restructuring
charges, our net income was $6.9 million, or $0.14 per diluted
share, compared with net income of $31.8 million, or $0.63
per diluted share, in 2000.

Inside those numbers, however, were some encouraging
signs for each of our businesses. In a very tough year for the
commercial interlors market, our global modular carpet
business continued to show healthy revenue and profit levels.
Our domestic broadloom business improved its profitability
despite lower sales. Sales in our fabrics business stabilized
after the second quarter, indicating a possible bottom in the
commercial interiors market. The trend toward increasing use
of underfloor air distribution in new office construction
should increase sales of our primary access flooring products.
And our services business was break-even, despite a signifi-
cant decline in revenues.

While a weak economy and poor business conditions may
explain the past year’s performance at Interface, we don’t intend
for them to be ongoing excuses. We're operating in a different
kind of economy than we were one year ago, and, as an organi-
zation, we'd better be operating as a different kind of company.

And, in fact, we are.

SIX IMMEDIATE PRIORITIES
It’s tough to be fast, focused and confident when you run
cyclical businesses in a gyrating economy. But as an organiza-

tion, we have to be. In 2001, we defined six strategic areas
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WE’RE EXTENDING

INTERFACE
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S

AND PRODUCTS INTO

LESS CYCLI

CAL

MARKET SEGMENTS.

that Interface is concentrating on to address the dynamics of
our current environment:

1. Capture new segments. Historically, Iuterface’s bread
and butter has been the corporate office market. While we’re
recalibrating our operations to better monitor and match
demand in this $8 billion global market segment, we're also
determined to extend Interface products and brands into less
cyclical market segments that we've not yet fully tapped.
Specifically, in fabrics, we are concentrating on government
institutions, hospitality space, window treatments and residen-
tial seating. In floorcoverings, we are focusing on retail space,
government institutions, hospitality space, and education and
healthcare facilities. These segments represent a logical,
manageable set of opportunities for Interface that, taken
together, are larger than the corporate market segment. To con-
vert all of these segment opportunities into bottom-line reality,
we are introducing specific, targeted product offerings and
deploying specialized sales teams to focus on these areas and
quickly gain market share. These segmentation initiatives, cou-
pled with a rebound in the corporate segment, should make our
earnings prospects very exciting. As we diversify, we are partic-
ularly enthusiastic about the potential of our modular carpet—

a product that we believe 1s continuing to grab market share in

the floorcoverings arena. We plan to leverage our dominant

position in modular, our innovative product designs, our mass
customization capabilities and our globél reputation to attract
new customers and drive sales across all market segments. An
overview of these segment opportunities begins on page 18.

2. Produce to demand. Balancing our manufacturing
capacity, production and inventory against current and antici-
pated demand is an essential action that we’ve focused on
during the past 18 months at Interface. Over that time, and
without compromising our ability to quickly ramp up produc-
tion to meet an economic recovery, we’ve closed nine of our
manufacturing facilities. Evidence of our success is the fact that
inventory was cut $30 million during 2001. In October, we
announced a restructuring of several Interface operations, with
the goal of realizing annual cost savings of $25 million when
completed by mid-2002. Included in the restructuring are the
closure and disposition of our Firth broadloom facility in
England, a move that will eliminate $12 million in annual losses
assoclated with that business and generate cash proceeds in
the range of $20 million. These proceeds will offset redun-
dancy costs associated with the closures and consolidations.
The restructuring also calls for a consolidation of our access
flooring facilities at our Grand Rapids, Michigan location,
further rationalization of our U.S. broadloom operations, con-

solidation of several of our service locations, and an overall




FINANCIAL HIGHLIGHTS

FISCAL YEAR ENDED

(in thousands, except share data) 2001 2000 1999
Net sales $1,103,905 $1,283,948 $1,228,239
Cost of sales 787874 895,944 846,124
Gross profit on sales 316,031 388,004 382,115
Selling, general and administrative expenses 266,988 297.948 304,553
Restructuring charges 65.085 21,047 1,131
Operating income (loss) (16,042) 69,009 76,431
Other expense
Interest expense 37,233 38,500 39,372
Other 517 670 (914)
Total other expense 37,750 39,170 38,458
Income (loss) before taxes on income (53.792) 29,839 37,973
Taxes on income {benefit) (17.505) 12,518 14,428
Net income (loss) S (36,287) $ 17,321 $ 23,545
Earnings (loss) per common share
Basic s (0.72) $ 034 $ 045
Diluted s (0.72) $ 034 $ 045
Cash dividends per common share $ 0.15 $ 0.18 $ 0.18
Balance Sheet Data:
Current assets S 378,770 $ 447,108 S 420,778
Current liabilities 168,038 206,149 203,752
Total assets 954.754 1,054,849 1,028,495
Long-term debt 179.994 147,358 127,118
Senior notes 150,000 150,000 150,000
Senior subordinated notes 125,000 125.000 125.000
Total capitalization $ 761,909 $ 799,957 $ 793.322
SALES IN MILLIONS
| $1,228.2
- $1,283.9
$1,103.9
$24.2
$31.8
S 6.9
$.46
8.65
$.14

* .
Excludes restructuring charges.
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reduction in our workforce. Since the beginning of 2000,
we’ve reduced our head-count by about 16 percent. None of
these actions 1s taken lightly, especially when they so deeply
affect people’s lives and livelihoods. But in the reality of our
current environment, these are necessary steps if Interface is
to remain competitive and generate acceptable returns.

3. Minimize our expenditures. Across every Interface
business, we have been carefully managing our costs and cap-
ital Investments to help protect our shareholders’ investment
in these tough economic times, and to position Interface for
dramatic earnings growth in the inevitable upturn. Qur capi-
tal expenditure program has now been restricted primarily to
those projects that can demonstrate a payback of one vear or
less. Based on our current annualized run rate, we've reduced
our SG&A expenses by about $80 million from their peak in
1998, and we’re focused on making further reductions. But
minimizing expenses isn’t about diminishing our future.
We've invested heavily in our operating infrastructure over the
past few years, and in making these recent cuts, we’ve made it
a priority not to compromise that investment. We haven’t short-
changed innovation, quality or service—or anything else that
would impair our ability to grow our company in better times.

4. Tighten the supply chain. A distinct area of concentra-
tion in cost management is Interface’s supply chain. We've
challenged each of our businesses to become the best-in-class
provider in their markets, and we’ve retained a leading supply
chain consulting firm to help us drive this transformation, While
this process is in its early stages, we believe comprehensive
supply chain management has the potential to generate tens of
millions of dollars in savings over the long term by further
reducing working capital and operating costs.

5. Reduce our debt. Interface’s global manufacturing

capabilities, mass customization techniques and operating

efficiencies give us a strong platform for reducing working
capital and generating free cash flow. This structure gives
us the power to repay our existing debt more rapidly and
strengthen our financial standing. In the current recessionary
environment, Interface is still a positive cash flow business.
Even if the recession in manufacturing and corporate spending
persists, we are on track to generate substantial free cash in
2002, with which we plan to pay down our debt. Our target is
to reduce our debt level by $40 million in 2002. This focus on
debt reduction is the primary reason the Board of Directors
voted in the fourth quarter of 2001 to reduce Interface’s quar-
terly cash dividend, a decision the Board will re-evaluate each
quarter. Reducing our debt level also will position us to take
advantage of strategic opportunities as they arise.

6. Focus on customers. Our customer relationships are at
the heart of everything we do at Interface. With more than
50 percent of the U.S. contract panel fabrics market, about
35 percent of the global modular carpet market and the most
prestigious brands in broadloom carpet, we’re clearly a favored
vendor across our businesses. We also clearly have much to lose
if we don’t continue to delight our customers. Increasingly, our
customers are demanding products that demonstrate an
unprecedented commitment to innovation and sustainability,
and services that are delivered with unparalleled quality.
Interface has responded with web-based initiatives that make it
easier than ever to specify our products, and with an ongoing
investment in R&D to ensure that our products remain ahead of
the industry on the environmental curve. And we've reaffirmed
the commitment of our Re:Source Americas service providers
to deliver a customer experience equal to our product quality.
Through our global presence, we are concentrating our unique

service capabilities to offer multinational customers one-stop,

global shopping for their commercial interiors needs.




REDEFINING MANAGEMENT

As we’re doing a better job of diversifying and integrating our
core products and services, we're also transforming the way
we as managers run our businesses. Interface is a collection
of 51 acquisitions made over the past two decades. Over
those years, the Interface management style has been that of
a holding company — decentralized entities, managed inde-
pendently, under a corporate umbrella. To help us better
realize the potential opportunities and synergies of our diverse
businesses, we're crossing divisional boundaries and focus-
ing on operating as a team of executives, accountable to each
other, with a broad, unified agenda. At the same time, we’re
being careful to embrace and encourage the unique entrepre-
neurial spirit within each of our businesses. For diversity of
knowledge and critical decision making, this integrated
management model is essential. And I am pleased with our
progress to date.

Before I conclude, I want to express my personal and
professional thanks to Ray Anderson. In my view the stake-
holders of Interface owe an enormous debt.to Ray, whose
position as president and chief executive officer I assumed last
July. As founder of our company and chairman of our board,
Ray continues to instill his vision and principles in this
company, and his mark on Interface is indelible.

One of Ray’s most notable contributions to our company
1s our commitment to sustainable business practices—in
the materials we use, in the manufacture of our products and
in the customer relationships we nurture. We remain con-
vinced of two things: a company that takes no more from
nature than it contributes is not only environmentally supe-
rior, but economically superior; and sustainability is an
increasingly decisive factor in what our customers buy, and

from whom they buy. While sustainability has become a

marketing cause in our industry, Interface upholds it as a
corporate cause—a commitment that extends beyond lip
service and recycling claims to encompass every step in our
business processes, from energy consumption to product
reclamation. And we intend to draw that distinction more

clearly than ever for our customers and their clients.

SEEING BEYOND 2001

All this cost-cutting and restructuring might give the impres-
sion that our circumstances are dire and our outlook bleak.
That’s hardly the case. We believe we’re not losing share in
any of our markets; if anything, we think we’re gaining it.
We’re not sitting on the sidelines waiting for the economy
to turn; we're investing in a pipeline of differentiated new
products now to capture new segments. We haven’t cut our
marketplace muscle; we’ve better defined and redistributed it.
Our balance sheet is solid and getting stronger.

Although 2001 was a trying year for Interface—an
unprecedented downturn in our core markets and an extreme
test of our will to win—we expect what we’ve accomplished
during the past 12 months to benefit our company for years to
come. Already, we believe we’re seeing the commercial interi-
ors market emerge from its trough. If this upswing takes hold,
and our operating leverage is as robust as we predict, we will
not only have put the worst behind us, but created a lean,
focused company for which the best is yet to come.

As we all leave behind a year that is both forgettable and
unforgettable, I want to thank you, our shareholders, for your
continued support and confidence; our customers, for their
loyalty and inspiration; and our employees for their passion
and commitment. 2001 is over. And we’re confident that
Interface has responded effectively. I very much look forward

to reporting great progress next year.

Sincerely,

O oD Namainii

DANIEL T. HENDRIX
President and Chief Executive Officer
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REDEFINING OUR DIMENSIONS

maBmpaacw

Interface is going beyond our traditional boundaries to explore new market segments for nearly every product
line we offer. Our segmentation strategy focuses on large, growing markets in which our design leadership,
product synergies and manufacturing capabilities give our customers unmatched value—and give us the
potential to gain the dominant share of each segment, just as we have achieved in the corporate segment.

By pursuing the leading positions in these segments and continuing our leadership in our established

markets, we’re reducing our exposure to economic cycles and helping strengthen Interface’s profitability.

CORPORATE # RETAIL = HEALTHCARE = HOSPITALITY
GOVERNMENT = EDUCATION = RESIDENTIAL
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INTERFACE IS INTEGRAL TO THE LOOK AND PERFORMANCE OF OFFICE ENVIRONMENTS.

Nearly every supplier of furniture to the corporate market buys panel and seating fabrics from us. Our Bentley and Prince Street broadloom
brands are reaffirming their style leadership with new designs. And our modular carpet and access flooring are redefining workplace flexibility.
This breadth of product selection, combined with our service capabilities, offers a total-solution advantage.

Tatam:™ modular carpet from Interface.
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INTERFACE IS LEADING THE GROWING TREND TO USE MODULAR CARPET IN THE RETAIL SEGMENT.

Interface excels at making carpet that withstands the most punishing conditions—and in providing the services that ensure a smooth installation and
support a strong return on a floorcovering investment. Retail environments, which already account for several of our top customers, are the perfect place
to apply these abilities. With modular, easy-to-maintain solutions, Interface is aggressively expanding from mid-size retailers to warehouse-style stores.

o2 0

Bentley Kings Road™ modular broadloom carpet from Bentley Prince Street.
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INTERFACE HAS DEVELOPED NEW CARPET PRODUCTS TO CAPTURE SHARE IN THE
EXPANDING HEALTHCARE INTERIORS MARKET.
The performance demands of healthcare facilities are unlike any other workspace. Floorcoverings need to be comfortable, protected against microbes
and exceptionally durable. The impermeability of Bentley broadloom carpet and antimicrobial capabilities of our modular carpet —and their
aesthetic versatility and “warmth”— offer unmatched advantages. New Interface fabrics for healthcare add to our potential leadership in this space.

Bentley Kings Road broadloom carpet from Bentley Prince Street.
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HOSPITALITY IS 4 $300 MILLION DOMESTIC CARPET SEGMENT THAT WELCOMES LEADING DESIGNS.

Luxury hotels and hospitality centers are among the most style-driven and design-conscious organizations anywhere. Interface’s reputation
for style leadership and durability —particularly in our luxurious Bentley broadloom offerings —allows us to leverage our existing relationships
with architects and designers of large commercial spaces to penetrate this segment at a high level.

Bentley Firenze™ Premier Collection broadloom carpet from Bentley Prince Street.




IN 2002, GOVERNMENT SPENDING ON NEW AND RENOVATED BUILDINGS IS EXPECTED
TO BE $17.5 BILLION IN THE U.§. ALONE.

e oo

Governmental institutions lead the way in environmentally responsible procurement, with purchasing policies that mandate products with proven

Already a recognized leader in sustainable business practices, Interface is positioned to expand its lead in

environmental performance.
fabrics and services that fulfill government “green building” standards.

this segment by offering modular and broadloom carpet, access flooring,

s am

New England™ modular carpet from Interface.
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NEW CONSTRUCTION SPENDING AT U.S. SCHOOLS IS PROFECTED TO TOTAL MORE THAN $30 BILLION IN 2009.
Architects and designers of learning centers are changing the way they think about space. The shift is toward design flexibility and modularity,
and as the world’s leading modular carpet manufacturer, Interface plans to dominate this growing segment. Interface’s partnership with designer
David Oakey has produced five new products at price points that deliver unmatched value to school administrators.

Entropy® madular carpet from Interface.
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RESIDENTIAL FLOORCOVERINGS IS AN ENORMOUS MARKET— YET ONLY 4 SMALL
PERCENTAGE IS CURRENTLY SOLD AS MODULAR.

tions to homeowners, Interface can capture an untapped segment of a large and

g high fashion modular and broadloom seolu
stores, to service the burgeoning home office market.

By deliverin
oducts already are available in office super

expanding market. And our modular pr

Heuga® Mikano™ modular carpet from Interface.
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BUSINESS SEGMENT OVERVIEW

2001 was a pivotal year in the history of Interface. In the midst
of one of the worst operating environments in more than a
decade, Interface responded by streamlining operations,
restructuring debt, integrating our businesses and segmenting
our products to create a portfolio of offerings targeted at a
broader market base. We believe these steps will deliver
profitable products and services that touch most of the
elements of commercial interiors.

In particular, Interface is leveraging its leading position in
modular carpet to diversify into new commercial segments,
and we’re working toward additional synergies and operating

efficiencies among all our products and global businesses.

While corporate sales now constitute about two-thirds of our
modular sales, we are aggressively entering new segments
with the goal of ultimately increasing the revenue contribution
of noncorporate sales to approximately 50 percent. In 2001,
we specifically developed products to meet the design, per-
formance and value needs of education, retail, hospitality and
residential users. We don’t consider these segments to be
merely incremental opportunities—they are sizable markets
in which we intend to earn a leading share. For instance, our
residential carpet tile business in Europe currently accounts
for $20 million in sales and we expect that number to grow. To
penetrate these segments at such a high level, we've created

new incentives for our sales force by offering premium com-

MODULAR r
Despite the recession and scale-back in corpo-
rate spending, modular remains a hot product
across commercial interiors markets. Interface’s
35 percent share of the growing worldwide mod-
ular carpet market gives us an enviable strategic
platform for extending our brands and reducing

our dependence on our core corporate market.

MODULAR

missions for sales in new segments.

We continue to see strong growth at
Interface Architectural Resources, our access
flooring business, as architects, contractors
and building owners increasingly recognize
the economic and performance advantages
of our solid yet modular TecCrete composite

concrete flooring panels in the general office




setting. Through June 2002, we expect to be
working on at least 16 million square feet of
access flooring projects. And as the use of
underfloor air and power distribution systems
grows —it now 1s specified in about 17 percent
of new office construction —we plan to improve
upon our number-two position in the market.

BROADLOOM

gives us a clear advantage in many competitive
project bidding situations.

Due in large part to our consolidation of
broadloom production at a single facility in
California, and separation of carpet tile and
broadloom operating management, we have revi-
talized the marketplace presence of our Bentley

and Prince Street brands and re-energized this

Our TecCrete panels set the standard for access
flooring in the general office, and have enabled us to win
more than two-thirds of the business we’ve competed for
in that market. ’

We're also formalizing new c}oss—selling relationships
internally between our modular floorcovering and access
flooring businesses—a combination that’s a natural fit for
customers with open-plan interiors and the desire for tech-
nological flexibility. Despite an overall downturn in technol-
ogy sector spending, demand for an integrated solution for
the “office of the future” is still being fueled by increased use
of wiring for data and telecom networks, modular furniture
systems and underfloor air distribution. Already, these two
“modular” businesses are packaging access flooring and
carpet tiles, along with our installation service capabilities, as
a bundled solution for corporate projects, as well as education
and government facilities. This gives us a distinct advantage
in the marketplace.

Qur access flooring products are used in new construction
and in the renovation of existing buildings. Our low-profile
(less than 3 inches in total height) access floor system,
Intercell®, has experienced steady growth in Europe, where
it now constitutes approximately 10 percent of our total

European sales.

BROADLOOM

Interface continues to own a significant share of the premium
commercial broadloom floorcovering market, and we remain
passionate about broadloom’s place in our product portfolio.
Representing 65 percent of the commercial floorcoverings

important part of our business. We've appointed Anthony
Minite, an Interface broadloom veteran, to lead the business
as its new president. Interface also has identified specific
strategic initiatives to help our broadloom business, which
now operates under the corporate name of Bentley Prince
Street, return to historic levels of profitability. We’re broadening
our range of price points with mid-range broadloom offerings.
We’re reducing our fixed manufacturing costs by outsourcing
certain yarn-dyeing operations. And we’ve introduced new
products into the healthcare, hospitality and residential seg-
ments. We are particularly excited about our new Suzanne
Tick-designed area rugs for the residential market, which are
sold under the Prince Street brand.

FABRICS
In our fabrics business, we have concentrated on expanding
our presence across the interiors market with broad product
offerings that include workstation panels, upholstery, window
treatments, wall coverings and cubicle curtains. This diverse
portfolio allows us to enter new commercial segments —
particularly government and hospitality —that complement
our existing corporate sales and helps us maintain our
dominant market share position with the contract furniture
industry’s manufacturers. We also are expanding our uphol-
stery and window treatments offerings in our already sizeable
residential fabrics business.

The heart of our interior fabrics business is the develop-
ment of products that offer superior, differentiated value.

First and foremost, we are the style and design leader in the

market, broadloom is a large domestic market
in which style and design —two of Interface’s
greatest assets—differentiate our premium
Bentley and Prince Street brands from their
competitors. The ability to offer broadloom
carpet along with modular products and serv-
ices makes Interface a one-stop resource for

FABRICS

industry. More environmentally responsible
innovative products are the focus of our R&D
efforts in fabrics, and are a catalyst for sales
among a growing number of our customers.
Terratex®, our brand of 100-percent recycled

panel fabrics, continues to grow in the face of an

-unprecedented market decline, and in 2002

comprehensive floorcovering solutions, which

we’re planning to introduce Terratex as an

27
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upholstery fabric without the traditional,
waste-generating acrylic backcoating. When
launched in 2002, our Terratex branded fabric
made with polylactic acid (PLA) fibers derived
from corn will make Interface the only manu-
facturer to offer both 100-percent recycled and
recyclable fabrics in North America. The

SERVICES

product and service business that expands our
ability to provide just-in-time, cut-to-fit products
for customers who want more than a roll of
fabric delivered to their facilities. We believe the
efficiency and value added by TekSolutions

make it a model for the future of contract fur-

niture manufacturing,

environmental profile of Interface fabrics dis-
tinguishes us as we enter historically un-tapped market seg-
ments, particularly governmental and educational institutions,
which routinely specify recycled content or recyclability in
their sourcing contracts.

Our recently acquired Teknit business, which uses a
three-dimensional knitting technology to make office furniture
piece goods such as arm covers, backs and seats, is showing
great promise. We are continually finding new applications for
its technology and gaining new adoptions of its products by
office furniture manufacturers.

With Interface’s market share, diversity of product lines,
design influence, advanced technology, attractive pricing and
environmental leadership, we believe we have the most com-
petitive set of assets in the interior fabrics marketplace—the
weapons we need to expand our lead in existing segments

and to capture new segments.

SERVICES
Because our customers are increasingly seeking a single,
accountable source for floorcoverings and related services, we
are continuing to develop Re:Source as the service channel of
choice in the United States. Re:Source addresses the biggest
source of frustration to end-users of floorcoverings: poor
installation. But a long-term strategic advantage of Re:Source
is that it gives us the infrastructure to provide high-margin
carpet maintenance and furniture moving services and to sell
other products, such as hard surfaces and other complementary
carpet products made by others.

To help us realize the potential of Re:Source, we recruited

GLOBAL PRESENCE

Interface manufactures products on four continents and sells
its products in over 110 countries. We continue to use the
complementary nature of Interface’s product lines to offer
“total interior solutions” to our customers worldwide.
Wherever our customers need us, we have the capability to
meet their diverse needs for products and services. No one
else has this worldwide capability. Our global marketing and
manufacturing capabilities are integrated to deliver modular
flooring, fabrics and service solutions through multiple
worldwide locations.

As in our domestic businesses, our international perform-
ance was dampened by a weak economy and soft corporate
marketplace in 2001. Yet, sales outpaced that of the overall
floorcoverings market—an indication that modular continues
to gain share in Europe. The events of September 11 effectively
ended the economic recovery of our Firth broadloom business.
That fact, combined with Firth’s focus on the transportation
and hospitality markets, led us to the difficult decision to exit
that business to avoid further losses.

Interface’s segmentation strategy extends internationally,
where specific markets —education, healthcare and retail,
for example —are demonstrating the same pattern of growth
that they are domestically. Interface Architectural Resources
1s developing new relationships in Europe to exploit a hot
market for low-profile access flooring systems for renova-
tion and tenant improvement projects. We’re seeing the
impact of David Oakey’s design services on our interna-

tional floorcoverings operations and expect to introduce

David Prosser, who formerly ran the largest
dealership owned by Herman Miller (a leading
office furniture manufacturer). Mr. Prosser has

more than 20 years of experience in service

©
)
©

businesses, where he worked extensively with
manufacturers and interior designers.

In late 2001, our fabrics group completed

the launch of TekSolutions, an integrated

| segment-specific designs to our international

| customers in the near future. In both Europe

‘ and Japan, where environmental consciousness

A0 is high, we expect our products’ environmental
oo

(g}

attributes to drive market share in our chosen
segments, and we already have aggressively
launched our PLA-based floorcoverings and
fabrics to Europe.
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CATEGORY AND GEOGRAPHICAL BREAKDOWN

CATEGORY SALES BREAKDOWN MANUFACTURING FACILITIES WORLDWIDE
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Broadloom 15%

Uplalotory 10%

Pamel Fabres 8%
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2001 SUSTAINABILITY PROGRESS

Over the seven years since Interface first established sustain-
ability as a business principle, the rest of the commercial
interiors industry has come to recognize the marketplace value
of environmental sensitivity. It’s not surprising that 2 manufac-
turing industry so reliant on petroleum-based raw materials
and so often associated with landfill waste would want to
address these issues openly. Which explains why nearly every
major carpet manufacturer today can point to a carpet recla-
mation program and make recycling claims designed to earn
their custorners’ respect, confidence and repeat business.

While we’re proud that Interface’s leadership has had
such influence in our industry, much of what’s promoted as
sustainability is only about one thing: collecting waste car-
pet and recycling it. Though an admirable effort, that’s just
a fraction of what sustainability means. And it’s only a fraction
of what Interface has achieved in its drive to operate as a
sustainable business.

Achieving sustainability is a process that encompasses eco-
nomic, social and environmental systems—by measuring the
benefits of business decisions against the potential costs to
those systems. This constant balancing ensures that as a
company gains resource efficiency, it’s achieved only with
increased production in the right products, made by the right
processes, from the right materials, in the right place, at the
right scale, and delivered using the right business models.

Sustainability is the point at which a company is no longer a
net “taker” from the Earth, but instead manages its resources,
actions and investments so that it becomes at least neutral —
and at best, “restorative.” By striving to be the first fully sus-
tainable enterprise, Interface can extract greater value from its
processes by consuming less raw material and energy, reducing
emissions, wasting and spending less, and yes, sending less
discarded material into the biosphere.

Here are some examples that define the full meaning of

sustainability at Interface:

SUSTAINABLE DESIGN

A sustainable product is made of more than recycled content.
Interface designs its offerings and deploys its services specifi-
cally to increase product lifespans for our customers. Our
designs add flexibility to workspaces and resist obsolescence,
allowing businesses to create a work environment that can
withstand change. Increasing durability and adaptability is
a design imperative because it allows both Interface and
our customers to perform more sustainably. So does our use
of natural resources. By designing floorcoverings with reduced
face weights (the amount of surface yarn), Interface is conserv-
ing valuable resources through the use of less virgin material
while achieving the performance characteristics of heavier
weight products. We’re also designing our modular products
for easier reclamation. Over the next year, Interface will use
more than 1 million square yards of recycled backing in
our GlasBac® RE product line, keeping more than 4 million
pounds of post-consumer waste out of landfills and preserving
millions of pounds of virgin material. The promise of creating
fibers from bio-based raw materials such as corn recently
became a reality with the launch of our first PLA (polylactic
acid, derived from corn) modular product in Europe. PLA
also figures in the design of our Terratex fabrics line for the

contract upholstery market.

ELIMINATING WASTE

We continue to see a sizable financial return from our QUEST
zero-waste Initiative. Since the program’s inception in 1994,
Interface has achieved cumulative savings of more than $185
million, and the company’s bottom line continues to benefit
today from each past QUEST achievement. Cur continuing
effort to reduce selvage yarns used in carpet manufacturing
processes has yielded significant savings; in 2000, we reduced
selvage yarn waste by one-third and in 2001 we reduced selvage
waste by another one-third. Internal quality improvements,
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THROUGH SUSTAINABILITY,

A MORE PROFITABLE

BUSINESS MODEL.

driven by the standardization of processes and procedures
associated with our facilities’ ISO 14001 certifications, also
have produced significant savings for Interface. Today, every
square yard of our modular carpet product is produced in an
ISO 14001- certified facility, ensuring that it is manufactured
to the highest environmental standards. ISO requirements
demand objective, auditable evidence which is then publicly
disseminated to assure our customers, and ourselves, of our

environmental progress.

INCREASING ENERGY EFFICIENCY

By purchasing “green” energy and by improving our energy
efficiency, we gain important leverage in reducing our poten-
tially harmful emissions. We believe Interface is the only car-
pet manufacturer that has stated its energy sourcing and
consumption methodologies publicly through the Pew
Center for Climate Change. By committing to our targets
through one of the world’s leading environmental organiza-
tions, we're holding ourselves accountable in the most
meaningful way possible. This new commitment includes an
overall reduction in our corporate greenhouse gas emissions
by 2005, specifically: reducing non-renewable-source energy
use per unit of production by 15 percent and increasing the
use of energy from renewable sources to 10 percent of our
total energy use (based on 1996 levels). We can achieve these
targets with a year-over-year improvement in energy efliciency

of 1 percent and purchases of renewable-source electricity

where cost-justified. Once achieved, the projected annual
savings to Interface from these improvements are more than
$2 million. Additionally, in August 2001, Interface became a
founding member of the U.S. Environmental Protection

Agency’s Green Power Partnership Program. This program
includes an agreement between Interface’s North American
floorcoverings business and the EPA for Interface to secure
3 percent of its electricity consumption at its Troup County,
Georgia, facilities from certified green sources.

In 2001, use of renewable-source energy —in the form of on-
site solar arrays and green energy contracts — provided almost
10 percent of Interface’s total electricity usage and about 2.5
percent of our total energy consumption worldwide. Interface
continues to operate one of the largest industrial photovoltaic
energy systems in the United States at our broadloom facility
in California, where we have consolidated our Prince Street
and Bentley product manufacturing. In partnership with local
government, our LaGrange, Georgia, modular facility has
begun investigating the potential use of local landfill-generated
methane gas as an alternative to natural-gas power.

Our actions demonstrate that sustainability at Interface is
about much more than just recycling. It’s an overriding com-
mitment to doing business in ways that minimize our impact
on the environment, while meeting the diverse needs of our
customers. Its principles are ingrained in our culture. It is part
of us. And we are certain that it will help us achieve higher

sales and margins.
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THE MEASURES THAT MATTER

CUMULATIVE QUEST SAVINGS IN MILLIONS SINCE 1994
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Additional Interface sustainability data may be found at: WWw,INTERFACESUSTAINABILITY. COM.
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PART L

ITEM 1. BUSINESS
General

We are a global manufacturer, marketer, installer and servicer of products for the commercial and
institutional interiors market with a strong presence in the following market segments:

o Modular carpet;

> Broadloom carpet;

o Floorcovering services;

o Interior panel fabrics;

o Upholstery fabrics; and '
> Raised/Access flooring.

With a market share of approximately 35%, we are the worldwide leader in the modular carpet segment. Our
Bentley® and Prince Street® brands are leaders in the high quality, designer-oriented sector of the broadloom
carpet segment. We provide specialized carpet replacement, installation and maintenance services through our
Re:Source Americas service network. Our Fabrics Group includes the leading U.S. manufacturer of panel
fabrics for use in open plan office furniture systems, with a market share in excess of 50%, and the leading U.S.
manufacturer of contract upholstery sold to office furniture manufacturers and contract jobbers, with a U.S.
contract upholstery market share of approximately 35%. Our specialty products operations produce
raised/access flooring systems (for which we are the second largest U.S. manufacturer), antimicrobial
additives, adhesives and other specialty chemical compounds and products. These complementary product
offerings, together with an integrated marketing philosophy, enable Interface to take a “total interior
solutions” approach to serving the diverse needs of our customers around the world.

We market products in over 100 countries around the world under such established brand names as
Interface®, Heuga®, Bentley and Prince Street in modular carpet, Bentley and Prince Street in broadloom
carpet, Guilford of Maine®, Stevens Linen™, Toltec®, Intek®, Chatham®, Camborne™ and Glenside™ in
interior fabrics and upholstery products; Intersept® in antimicrobials; and C-Tec®, Atlantic™ and Intercell® in
raised/access flooring systems. We utilize an internal marketing and sales force of over 1,000 experienced
personnel stationed at over 75 locations in over 30 countries, to market our products and services in person to
our customers. This sales force is one of the largest sales forces in the global commercial floorcovering
industry. Our principal geographic markets are the Americas (69% of 2001 net sales), Europe (27% of 2001
net sales) and Asia-Pacific (4% of 2001 net sales).

For 2001, we had net sales and net loss (including a nonrecurring pre-tax restructuring charge of
approximately $65.1 million) of $1.104 billion and $36.3 million, respectively. Net sales consisted of sales of
floorcovering products and related services ($833.8 million), interior fabrics sales ($209.9 million) and
raised/access flooring and other specialty product sales ($60.2 million), accountmg for 75.5%, 19.0% and 5.5%
of total net sales, respectively.

QOur Strengths _
Our dominant market positions reflect our principal strengths, which include:

Preeminent Brand Names with Reputation.for Quality and Reliability. Our products are known in the
industry for their high quality and reliability. Our preeminent brand names in carpets, interior fabrics and
raised/access flooring systems are leaders in the industry. In a 2000 survey of interior designers published in
the Floor Focus industry publication, an Interface company was ranked first in each of the five survey
categories of carpet design, quality, value, service, and performance. In addition, an Interface company ranked
first and second in the category of “best overall business experience” for carpet companies in this survey. On
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the international front, Heuga is one of the preeminent brand names in carpet tiles for commercial and
institutional use worldwide. Guilford of Maine, Chatham and Camborne are leading brand names in their
respective markets for interior fabrics. Interface Architectural Resources’ TecCrete® brand is a leading brand
in the raised/access flooring market.

Strong Free Cash Flow Generation. We have structured our principal businesses to yield high
‘contribution margins. As a result of our historical investments in global manufacturing capabilities and mass
customization techniques and facilities, and our sustained initiatives to reduce costs and enhance operating
efficiencies throughout our supply and production chain, we are positioned to derive substantially increased
cash flows from operations. We have the current capacity, without significant capital expenditures, to increase
production levels to handle higher demand for our products, which may result from either or both of
(i) improved economic conditions and (ii) the expansion of our business in non-corporate segments that is
being driven by the increasing acceptance of modular products. The consolidation and integration of varied
operating, manufacturing and administrative functions, along with the workforce reductions and other
initiatives reflected in our 2000 and 2001 restructuring charges, contribute to this strength. They are expected
to yield future annual savings of approximately $25 million. We are continuing additional phases of these
initiatives and implementing new ones to further enhance our cash flow potential.

Innovative Product Design and Development Capabilities. Our product design and development
capabilities give us a significant competitive advantage. We have an exclusive consulting contract with the
leading design firm David Oakey Designs, Inc. This relationship augments our internal research, development
and design staff. Since engaging Oakey Designs in 1994, we have introduced more than 135 new carpet
designs in the U.S. and have enjoyed considerable success in winning U.S. carpet industry design awards
bestowed by the International Interior Design Association (IIDA), particularly in the carpet tile division.
QOakey Designs’ services have been extended to our international carpet operations, and we expect to continue
to introduce more new designs to our international customers in the near future. We also have a consulting
contract with the design firm Suzanne Tick, Inc., which is affiliated with award-winning carpet manufacturer
Tuva Looms, Inc., to steward and design our Prince Street brand broadloom carpets.

Low-Cost Global Manufacturing Operations. Our global manufacturing capabilities are an important
competitive advantage in serving the needs of multinational corporate customers that require products and
services at various locations around the world. Global manufacturing locations enable us to compete
effectively with local producers in our international markets, while also giving international customers more
favorable delivery times and freight costs. Qur capital investment program to consolidate and modernize the
yarn manufacturing operations of our Fabrics Group has resulted in significant efficiencies and cost savings, as
well as the capability to produce new products and enter new markets. In addition, these investments have
allowed us to respond to a shift in demand towards lighter-weight, less expensive fabrics by original equipment
manufacturer (OEM) panel fabric customers.

Established Customer and Design Community Relationships. We focus our sales efforts at the design
phase of commercial projects. Our dedicated sales and marketing personnel, who number over 1,000 in over 30
countries worldwide, cultivate relationships with the owners and users of the facilities involved in the projects
as well as with architects, engineers, interior designers and contracting firms who are directly involved in
specifying products and often make or significantly influence purchasing decisions. In all of our sales efforts,
we emphasize our product design and styling capabilitics. We also emphasize our ability to provide creative,
high-value solutions to our customers’ needs. Qur marketing and sales personnel are also available as a
technical resource for our customers, both with respect to product maintenance and service as well as design
matters.

Experienced and Motivated Management and Sales Force. An important component of our competitive
position is the continued strengthening of our management team and its commitment to developing and
maintaining an enthusiastic and accountable work force. We have a team of skilled and dedicated executives
to guide our continued growth, diversification, and management of our financial position. Our executives and
sales and marketing forces are also highly motivated by incentive programs designed to promote performance
in strategic areas. In addition, we have made substantial investments in training and educating our
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approximately 6,500 employees worldwide. In both 1998 and 1999, Fortune magazine rated Interface as one of
the top 100 employers in the U.S. on the strength of our commitment to our employees. Fortune also has rated
Interface one of the “10° Most Admired Companies” in our industry category

Business Strategy and Principal Initiatives

Our corporate strategy is to continue the diversification and integration of our business, on a sustainable
basis, worldwide. We have achieved diversification by both developing products internally and acquiring
complementary product lings and businesses in the commercial and institutional interiors field. As usages and
demand for modular carpet continue to increase in all areas of the commercial market, we seek to leverage our
dominant position in the modular carpet segment to increase diversification. We are continuing to integrate
our business by identifying and developing additional synergies and operating efficiencies among our products
and global businesses. In implementing this strategy, we are pursumg the followmg principal strategic
initiatives:

Expand Markeis for Modular Products. Our management believes that modular carpet continues to
take share away from other floorcovering products across most markets. In response to such increased
acceptance of and demand for modular products, we are leveraging our position as the worldwide leader in the
modular carpet market, with a share of approximately 35%, to drive sales in all market sectors. The growing
use of open plan interiors and modern office arrangements has encouraged the use of carpet tile generally. Our
established global brands for modular carpet are leaders with respect to design, quality, value and perform-
ance. We have also produced a specially adapted version of our carpet tile for healthcare facilities, and we will
seek to use our mass customization capabilities to develop and produce efficiently other innovative modular
products to address specialized customer needs in other non-corporate segments.

Increase Sales in Less Cyclical Market Segments. In both our floorcoverings and fabrics businesses, we
are focusing more of our marketing and sales efforts on non-corporate segments in order to capture attractive
market share opportunities and also to reduce our future exposure to certain economic cycles that affect the
corporate segment more adversely. These other segments include retail space,.government institutions,
schools, healthcare facilities, tenant improvement space, hospitality centers and home office space. In order to
implement this strategy, we have: .

o introduced specialized product offerings tailored to the unique demands of these segments, including
specific designs, functionalities and price points;

> created a sales force dedicated to penetranng these segments at a high level; and

o realigned incentives for our corporate segment sales force generally in order to encourage. their efforts
to penetrate these other segments, including paying higher commissions for sales in these segments
relative to the corporate segment.

De-leverage Our Balance Sheet. One of our objectives is to use the strong free cash flow generation
capability of our business to repay our existing debt more rapidly and strengthen our financial position. Certain
of our ongoing initiatives, which have already reduced our operating costs structure, are expected to yield
future annual cost savings of approximately $25 million. Our existing capacity to increase production levels
without significant capital expenditures will facilitate our generation of additional free cash flow when demand
for our products rises as a result of improved economic conditions generally or expansions of ‘our business from
other strategic initiatives we have implemented. We will continue our existing initiatives, and we expect to
implement new ones such as our supply chain enhancement program, to reduce costs further and enhance free
cash flow generation. :

Maximize Global Marketing and Manufacturing Capabilities. We will continue to use the complemen-
tary nature of our product lines to offer “total interior solutions” to our customers worldwide to meet their
diverse needs for products and services. We combine our global marketing and manufacturing capabilities to
target multinational companies successfully and compete effectively in local markets worldwide. We have a
12-person global accounts team with responsibility for our largest multinational customers and prospects, and
we have established a web-based communications network to serve those multinational customers better.




Advance Ecological Sustainability Programs. In 1995, we began a worldwide war-on-waste initiative
referred to internally as “QUEST”. The war on waste is part of our broader EcoSense initiative, which is our
long-range program to achieve greater resource efficiency and, ultimately, ecological “sustainability” — that
is, the point at which Interface is no longer a net “taker” from the earth — with the goal of becoming the first
“restorative” company. One example of a product developed under this initiative is the line of fabrics
manufactured from recycled, recyclable or compostable materials under the Terratex® brand. We believe that
our pursuit of our goals under this initiative provides a competitive advantage in marketing our products to an
increasing number of customers.

Floorcovering Products/Services

Products

Interface is the world’s largest manufacturer and marketer of modular carpet with a global market share
of approximately 35%. Modular carpet includes carpet tile and two-meter roll goods. We also manufacture and
sell broadloom carpet, which generally consists of tufted carpet sold primarily in twelve-foot rolls, under the
Bentley and Prince Street brands. Qur broadloom operations focus on the high quality, designer-oriented sector
of the U.S. and U.K. broadloom carpet markets. We also offer a vinyl hard flooring product in Europe under
the brand Scan-Lock™.

Modular Carpet. Marketed under the established leading global brands Interface and Heuga, and more
recently under the Bentley and Prince Sireet brands, our modular carpet system utilizes carpet tiles cut in
precise, dimensionally stable squares (usually 50 square centimeters) or rectangles to produce a floorcovering
which combines the appearance and texture of broadloom carpet with the advantages of a modular carpet
system. According to a 2000 survey of 250 interior designers published in the Floor Focus industry publication,
our Interface brand was rated number one among modular and broadloom brands for carpet design, quality,
value and performance and was rated second only to our own Bentley brand in service in the U.S.

The growing use of open plan interiors and modern office arrangements utilizing demountable, movable
partitions and modular furniture systems has encouraged the use of carpet tile, as compared to other soft
surface flooring products. OQur GlasBac® technology employs a unique, fiberglass-reinforced polymeric
composite backing that allows tile to be installed and remain flat on the floor without the need for general
application of adhesives or use of fasteners. We also make carpet tiles with a GlasBacRe™ backing containing
post-industrial and/or post-consumer recycled materials.

Our carpet tile has become popular for a number of reasons. First, carpet tile incorporating this reinforced
backing may be easily removed and réplaced, permitting rearrangement of office partitions and modular
furniture systems without the inconvenience and expense associated with removing, replacing or repairing
other soft surface flooring products, including broadloom carpeting. Because a relatively small portion of a
carpet installation often receives the bulk of traffic and wear, the ability to rotate carpet tiles between high
traffic and low traffic areas and to selectively replace worn tiles can significantly increase the average life and
cost efficiency of the floorcovering. In addition, carpet tile facilitates access to sub-floor telephone, electrical,
computer and other wiring by lessening disruption of operations. It also eliminates the cumulative damage and
unsightly appearance commonly associated with frequent cutting of conventional carpet as utility connections
and disconnections are made. Finally, modular carpet partners well with our raised/access flooring which
enables under-the-floor cable management and air delivery systems. We believe that, within the overall
floorcovering market, the worldwide demand for modular carpet is-increasing as more customers recognize
these advantages.

We use a number of conventional and technologically advanced methods of carpet construction to
produce carpet tiles in a wide variety of colors, patterns, textures, pile heights and densities. These varicties are
designed to meet both the practical and aesthetic needs of a broad spectrum of commercial interiors —
particularly offices, healthcare facilities, airports, educational and other institutions, and retail facilities. Cur
carpet tile systems permit distinctive styling and patterning that can be used to complement interior designs, to
set off areas for particular purposes and to convey graphic information. While we continue to manufacture and
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sell a substantial portion of our carpet tile in standard styles, an increasing percentage of our modular carpet
sales is custom or made-to-order product designed to meet customer specifications.

In addition to general uses of our carpet tile, we produce and sell a specially adapted version of our carpet
tile for the healthcare facilities market. Our carpet tile possesses characteristics — such as the use of the
Intersept antimicrobial, static-controlling nylon yarns, and thermally pigmented, colorfast yarns — which
make it suitable for use in these facilities in place of hard surface flooring.

We also manufacture and sell two-meter roll goods that are structure-backed and offer many of the
advantages of both carpet tile and broadloom carpet. These roll goods are often used in conjunction with
carpet tiles to create special design effects. Qur current principal customers for these products are in the
education, healthcare and government sectors. We believe, however, that the demand for two-meter roll goods
is increasing generally within the commercial and institutional interiors market and expect our U.S. sales of
two-meter roll goods to track any increases in demand in the future.

Broadloom Carpet. We maintain a significant share of the high-end, designer-oriented broadloom
carpet segment by combining innovative product design and short production and delivery times with a
marketing strategy aimed at interior designers, architects and other specifiers. Our Bentley Mills designs
emphasize the dramatic use of color, while unique, multi-dimensional textured carpets with a hand-tufted look
are the hallmark of Prince Street’s broadloom products. We hired the design firm Suzanne Tick, Inc., affiliated
with award-winning carpet manufacturer Tuva Looms, Inc., to advance our Prince Street brand broadloom
carpets. The Prince Street and Bentley brands were rated among the top brands for carpet design in the U.S,,
according to a 2000 survey of interior designers published in the Floor Focus industry publication‘

Resilient Textile Flooring. In 1999, we beta-tested Solenium® resilient textile flooring, a new category
of product which combines the functional and aesthetic benefits of resilient flooring and carpet. Solenium is
highly stain-resistant and has carpet-like softness, but in appropriate applications is as easy to maintain as
vinyl flooring. Solenium is manufactured using one-third less material and energy than carpet and is designed
to be completely recyclable. We believe Solenium fills an unmet need within healthcare, retail and education
markets and plan to re-launch the product, targeting those markets, in 2002. We have also recently introduced
H_opiTM resilient textile flooring in addition to the Wabi® and Sabi™ brand floorings that we also offer.

Services

- We provide commercial carpet installation services through the Re:Source® service provider network. The
network in the U.S. includes owned and affiliated commercial floorcovering contractors strategically located in
approximately 110 locations covering most of the major metropolitan areas of the United States. We also offer
these services through the largest single carpet distributor.in Australia, We have worked to strengthen our
alliances with contractors in Europe so that we may also offer turnkey services to our Europcan carpet
customers. The network allows us to:

o monitor and enhance customer satisfaction throughout the product ownership cycle;

> reduce our cost of selling by bolstermg eﬁorts of sales representatlves at the mill level with local
contractor-level support; :

© expand into new market segments;
> improve prlclng for our products; and
o achieve efficiencies by augmenting administrative functlons of contractors.

The Re:Source Americas service network also provides carpet mainteénance services using our Re:Source
Floor Care™ maintenance system. This system includes a custom-engineered maintenance methodology and
a line of cleaning chemicals manufactured by Interface Americas Re:Source Technologies, Inc. [n Europe, we
re-launched the European version of the maintenance program, JAAGE™, in.which we license selected
independent service contractors to provide carpet maintenance services.
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The Re:Source Americas service network also provides carpet replacement services using its
Renovisions® process. This process utilizes patented lifting equipment and specialty tools to lift office
equipment and modular workstations in place, permitting the economical replacement of existing carpet with
virtually no disruption of the customer’s business. Other proprietary products facilitate the movement of file
cabinets, office furniture, and even complete workstations, avoiding the inefficiency and disruption associated
with unloading and dismantling these items.

Finally, the Re:Source Americas service network provides a channel for delivery of a variety of additional
services and products that we offer, including furnitire moving and installation, furniture refurbishment,
project management, maintenance, carpet reclamation and recycling through our Re:Entry® reclamation
system, adhesives manufactured by Re:Source Technologies, specialty products manufactured by Pandel, Inc.
and raised/access flooring systems manufactured by Interface Architectural Resources, Inc. We have worked
diligently over the past several years to increase the operating efficiencies of this network and believe that we
are now able to take advantage of the contractor infrastructure to our benefit.

Marketing and Sales

We traditionally focused our carpet marketing strategy on major accounts, seeking to build lasting
relationships with national and multinational end-users, and on architects, engineers, interior designers,
contracting firms, and other specifiers who often make or significantly influence purchasing decisions. We
emphasize sales to the commercial office segment, both new construction and renovation, as well as to other
segments, including retail space, government institutions, schools, healtheare facilities, tenant improvement
space, hospitality centers and home office space. We intend to focus more on these latter segments in the
future in order to